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E.O. 11652: N/A 

TAGS: EAID, EFIN, ENRG, ID 

SUBJECT: INDONESIAN MINSTATE WIDJOJO MEETINGS: BILATERAL 
ECONOMIC ISSUES 

1 . MINSTATE WIDJOJO MET SEPARATELY WITH DEPSEC CHRISTOPHER 
(JULY 1 1 ) AND UNDERSECECON COOPER (JULY 12). MAJOR BI- 
LATERAL ECONOMIC ISSUES DISCUSSED WERE AS FOLLOWS: 

(A) PL-480 - WIDJOJO ASKED SUPPORT FOR GOI REQUEST OF 
500,000 TONS PL-480 RICE IN CURRENT GOI FISCAL YEAR, 

CITING RECENT VISIT BY AGSEC BERGLAND, PRODUCTION PRO- 
BLEMS. AND INCREASED CONSUMPTION. DELIVERY DATES IMPOR- 
TANT AS RICE PRICE AND RELATED CONSUMER PRICES SHOULD BE 
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STABILIZED PRIOR MARCH 1978 PRESIDENTIAL ELECTION. WIDJOJO 
REFUTED IDEA THAT RICE SHIPMENTS WOULD ERODE INCENTIVES TO 
INCREASE INDONESIAN RICE PRODUCTION WHICH REMAINS TOP GOI 
PRIORITY. CHRISTOPHER STATED PROBLEM WOULD RECEIVE PROMPT 
AND IMMEDIATE ATTENTION. COOPER PROMISED SYMPATHETIC CON- 
SIDERATION. ALTHOUGH AGENCY VIEWS MAY DIFFER ON PROPER 
ALLOCATION REMAINING FY-77 PL-480 FUNDS. 
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(B) IRS - WIDJOJO NOTED IMPORTANCE FOR FUTURE OIL EXPLORA 
TION OF EARLY AND FAVORABLE DECISION BY IRS ON TAX 
CREDITABILITY FOR U.S. FIRMS MAKING TAX PAYMENTS TO GOI. 

HE DETAILED TO COOPER INDONESIAN STEPS TO ENCOURAGE OIL 
INVESTMENT THROUGH RENEGOTIATED INCENTIVES, IDENTIFYING 
IRS DECISION AS A REMAINING OBSTACLE TO RESUMPTION 
EXPLORATION. (IN EA MEETING, WIDJOJO CHARACTERIZED ANY 
CONSOLIDATION OF CONTRACT AREAS FOR TAX ACCOUNTING 
PURPOSES AS FORCING GOI TO SHARE RISKS, WHICH WOULD SET 
BACK WHOLE PRODUCTION-SHARING PRINCIPLE PLACING ENTIRE 
RISK ON COMPANIES). 

(C) LNG - WIDJOJO EXPRESSED TO CHRISTOPHER AND COOPER GOI 
INTEREST IN LNG EXPORTS TO U.S. AND HOPE FOR FAVORABLE 
FPC DECISION ALONG LINES RECENT DECISION ON ALGERIAN LNG. 

2. FYI: INTERAGENCY REVIEW CURRENTLY UNDERWAY ON PL-480 
AVAILABILITIES IN FY 1977. THERE WAS INITIAL CONFUSION 
IN WIDJOJO'S STATEMENTS, WHETHER HE REGARDED 500,000 TONS 
RICE AS ADDITIONAL TO OR INCLUDED IN 150,000 ALREADY 
PROGRAMMED UNDER MAY 17 AGREEMENT. INDONESIAN EMBASSY 
HAS CLARIFIED THAT LATTER FIGURE INCLUDED. WE ALSO 
REMINDED WIDJOJO OF OUTSTANDING GOI COMMITMENT TO BUY 
30,000 TONS OF US RICE COMMERCIALLY. EMBASSY SHOULD 
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FOLLOW UP APPROPRIATELY. VANCE 
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